Agriculture Subcommittee on Agricultural Processing
Recommendations on Barriers to Maintaining
and/or Attracting Agricultural Processing in Michigan

Subcommittee members: Rep. Cindy Denby, Chair
Rep. Charles Brunner
Rep. Marcia Hovey-Wright
Rep. Joel Johnson
Rep. Bruce Rendon

The subcommittee began hearings on February 9, 2011 and continued hearings weekly
until March 16, 2011. Presentations were given by many representatives of the
agricultural industry in Michigan. We'd like to extend a thank you to all those involived in
arranging these presentations and those taking the time to give testimony to this
subcommittee. This report was approved by the subcommittee on April 27, 2011. A
motion was made, seconded and passed that support for this report does not commit
any member to a vote on any particular legislation.

Throughout the course of the subcommittee hearings, several concerns were heard and
potential solutions given. These were gleaned through the testimony, written
submissions and meetings with various stakeholders. Attached are the submissions
from various sources.

Recommendations:
I Establish a workgroup with a firm timeline. Various barriers were discussed

and differing solutions presented in many different areas. Because of the broad
spectrum of solutions suggested, it is recommended that a workgroup shall include
representatives such as those from state agencies, the scientific community, food
processing, environmental and legislators that will build consensus on the following
issues and potential solutions:

A. Environmental Regulations (using Quality of Life approach)

1) Bring transparency to permitting process and fees.

2) Provide for education on permitting and compliance, such as compelling MDARD
& MDEAQ to hold very specific food processor workshops (i.e.,one for all the apple
processors)

3) Access to water can be an important factor in locating agricultural processing
facilities. In areas of the state where additional water withdrawals may result in
adverse resource impacts, the department should facilitate the formation of water
users committees to work toward voluntary agreements that allow agricultural
processors to access water resources necessary for efficient operation ( MCLA
324.32725).
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1) Agricultural processing is considered to be industrial for the sake of zoning,
permits, etc. Many of the processing operations are not industrial in many ways.
Being able to designate some processing in as “agricultural” or defining a new
use definition would be beneficial.

2) Elimination or changing Renaissance Zones has been discussed. If Ren zones
are eliminated, there will need to be a focus on restructuring to provide some
type of designation or incentive for agricultural processing.

Recomendations continued:

I1. The Julian-Stilles Value-Added Act has not been funded for several years.
Funding incentives by allowing food processors use of the 21 Century Jobs Fund
through the MEDC is imperative. (Already passed by the legislature, with expectation
the Governor will sign during the last week of April.)

III.  Currently food processing byproducts are classified as industrial waste. Many of
these are actually usable as products to be sold or used by other producers or
manufacturers. Reclassify the non-hazardous process residuals that are usuable as
products from low hazard solid waste to valuable by-product and reduce testing
requirements to allow for agricultural use exemptions.

IV. The district offices and the state office of the MDEQ seem to have a disconnect.
Ensure that district offices and the state office are using identical, written criteria based
on law and approved rules to avoid sending mixed messages.

V. Small water discharge operations pay the same fees as large operations.
Modified language to the Part 22, Groundwater Quality Rules, Rule 2211 would reduce
the fee from a current $1,500 to $200 for discharges under 500 galions per day, but
does not eliminate fees entirely. It places this category of discharge in line with the
other low volume discharges described in Rule 2211 such as Laundromats that
discharge less than 500 gallons per day. The change was suggested by MDEQ and is
attached. The proposed change is in caps.

VL.  Agricultural processing equipment is considered taxable under the personal
property tax. The Governor has indicated he will be proposing changes to the personal
property tax. After hearing those proposals, work to include eliminating agricuitural
processing equipment from personal property tax if possible considering the impact to
municipal government.

VII. Discussion with public utilities on how they can provide resources to allow for
expansion or creation of agriculture processing facilities needs to occur. Lack of utilities
to support expansion or new operations was a major concern.

VIIL. There needs to be real, meaningful collaboration and cooperation between state
departments and agencies that work with food processors. The only way to grow
agricultural processing will take a concerted effort by the state to make sure there is an
attitude of teamwork throughout state efforts. Many anecdotal incidents describing
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SUMMARY:

The above issues are all very important to the expansion and/or attraction of food
processing operations. The following paragraph, taken from the summary of the MSU
Product Center working paper from September 2010 titled "The Economic Impact of the
Michigan Food Processing Industries" sums up the testimony we heard from most
stakeholders:

"However, to be successful, barriers to enhanced processing need to be addressed. While
there are several barriers to enhanced processing, there appears to be only one that has a
particularly adverse affect on food processing, waste water treatment and handling.
Policies that would allow the effective and efficient disposal of waste water would
improve the ability to expand Michigan’s food processing activities. Such expansion
generates new direct investment in facilities and equipment and fosters economic growth;
particularly to rural areas, many of which are facing high rates of unemployment.

Building up Michigan’s food processing sector not only generates increased demand for
Michigan farm products but also sets in motion secondary impacts that benefit all sectors
of the economy"

Thank you to all those who took the time to testify before the subcommittee:
Mike DiBernardo, Economic Development Specialist, Ml Department of Agriculture
Jim McBryde, MEDC on the 21st Century Jobs Fund

Ray Van Drissche, Michigan Sugar

Mitch Miller, CEO, CarbonGreen BioEnergy

Lyndon Kelly, MSUE, Irrigation Specialist

Mike Schena, General Manager, Better Made Potato Chips

Dr. Mike Hamm, MSU

Jim Byrum, Ml Agribusiness

Jim Janiczek, DEQ, Water Discharge

David Hamilton, DEQ, Water Withdrawal

Attachments:
1) Recommendations for the Legislature from Michael W. Hamm, MSU
2) Statement on Food Processing submitted by:
Michael W. Hamm, C.S. Mott Professor of Sustainable Agriculture, MSU
Patty Cantrell, Principal, Regional Food Solutions
Kathryn Colasanti, Academic Specialist, C.S. Mott Group for Sustainable Food
Systems, MSU
3) Executive Summary of the Michigan Good Food Charter
4) MSU Product Center working paper from September 2010 titled "The Economic
Impact of the Michigan Food Processing Industries"
5) Suggested changes by the DEQ for Part 22 Groundwater Quality (Jim Janiczek)
6) Food System Infrastructure: Michigan Good Food Work Group Report Series
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Statement Submitted to the
Michigan House Subcommittee on Agriculture Processing
April 2011

Michael W. Hamm, C.S. Mott Professor of Sustainable Agriculture, Michigan State University
Patty Cantrell, Principal, Regional Food Solutions
Kathryn Colasanti, Academic Specialist, C.S. Mott Group for Sustainable Food Systems, Michigan

State University

Introduction: Michigan’s Opportunity in Processing for Regional Markets

Michigan is a food-processing powerhouse compared to many states. We are home to
household brand names like Kellogg, Gerber, and Eden Foods, and we have extensive
processing capacity across our major commodities, from cherries, apples, and sugar beets
to dry beans and dairy.

Also powerful, but often overlooked, however, are literally hundreds of other companies
among Michigan’s more than 2,200 food and agricultural processing plants.! They are the
old Polish sausage makers, the new artisan bakers, specialty cheese makers, and everyday
smaller processing facilities that serve the state’s broad and diverse range of farm and food
entrepreneurs.

Michigan ignores these entrepreneurs at its economic peril: the future includes important
roles for these smaller, regionally-focused processors and their communities. Markets are
demanding more product variety, regional identity, and customized services. Michigan'’s
smaller scale processors, both old and new, are in prime position to help the state’s farm
and food entrepreneurs supply this growing demand. They have the flexibility and the
specialty orientation needed to respond to new tastes while working with a diverse range
of farmers and food buyers.

But Michigan must tend to these smaller scale food and agricultural processing
opportunities if existing ones are to grow and new ones are to emerge. The necessary tasks
of updating existing plants, developing business plans and building connections among
smaller-scale food and agricultural businesses may not be headline news material; but they
amount to the kind of “economic gardening” that Michigan Governor Rick Snyder, among
others, knows will grow jobs, investment, and prosperity across the state.

By supporting these entrepreneurs in a more committed and comprehensive way, the MSU
Strategic Marketing Institute projects that Michigan could increase the rate of agri-food
startup successes? to a projected 851 per year and the state could generate 23,020 direct
and indirect jobs per year as a result.3 The report notes that nearly half of the jobs could

1 Michigan Food and Agricultural System Profiles, produced in 2009 at the Michigan Department of
Agriculture and Rural Development. Available online at
http://www.michigan.gov/docyments/mda/Michigan Food System Profile 292926 7pdf

2 “Startup success” here refers to the U.S. Census Bureau term “establishment births,” which are
establishments that have zero employment in year t and positive employment in the first quarter of year t+1.
3 Peterson, H.C., Knudson, W.A.,, Abate, G. (2006) “The Economic Impact and Potential of Michigan's Agri-Food
System, Strategic Marketing Institute Working Paper.” The Product Center at Michigan State University, No. 1-
1606, January.




According to the previously mentioned 2006 report from Michigan State University’s
Strategic Marketing Institute, Michigan has the potential to reduce its unemployment rate
by almost 1.5 percent over three years by committing to a comprehensive support system
for agri-food businesses. Ninety-seven percent of those jobs would come from small- and
mid-scale startups like the livestock producers and meat product makers that benefit from

Byron Center Meats’ size and flexibility.

Such a system of support does not require costly incentives but rather more attention and
follow-through on the business development needs of agri-food entrepreneurs. One
example is the need that startup livestock operations, sausage makers, and local food
distributors have for “right-size” processors like Byron Center Meats. It’s an example of
how Michigan’s smaller scale processors are in position to provide needed pathways, or
market infrastructure, between supply and demand for regional, differentiated food

products.

Michigan should help indentify locations for similar mid-tier meat processors in other areas of
the state in order to open up new market opportunities for more livestock producers.
Michigan should also help identify the mid-tier processing needs of other agriculture sectors.

Other Promising Examples in Michigan
% The Rise of Michigan Artisanal Cheese

A growing number of Michigan farmers are creating small batch cheeses, made from the
milk of cows, goats or sheep. The market for their artisan cheeses is large enough that
many Michigan cheese makers can’t keep up with the demand. Yet MDA rules and
regulations are written for large cheese processors, and small-scale dairy processing
equipment is expensive and hard to find.5

The recently formed Michigan Cheese Makers Cooperative, with 11 members, including
several that are nationally recognized, has organized to promote and market Michigan-
made cheeses.® The group works in conjunction with, and complements the growing
culinary tourism and winery industries in Michigan.

Michigan should support the rise of the emerging artisan cheese sector by ensuring scale-
sensitive regulations and encouraging state-sponsored technical centers to provide their
expertise and business development resources to this sector.

*» New Place-Based Brands and Products

Local personality and flavor are 21st century selling points for all sorts of products, from
food to clothes to specialized equipment.” “Food business districts” can bring
entrepreneurs together to develop new place-based products and brands, and local
business-to-business connections.

4 Borden, ]. (2009) “Cheese Artisans Renew an Age-0ld Craft in Michigan.” Kalamazoo Gazette, June 15.
5 Moser, L. (2009) “Cheese Maker Blazes New Trail.” Michigan Farmer, February issue.

¢ Michigan Cheese Makers Cooperative Web site. Home page. http: //w reatlakesgreatcheese.co

7 Arieff, A. (2011) “The Future of Manufacturing is Local.” The New York Times, March 27.



Michigan should encourage M-Tec and other manufacturing-oriented business centers to
identify and address the smaller scale equipment and related needs of food and farm
entrepreneurs, such as “process engineering,” which addresses the efficient and effective flow
of materials and products through processing. Attention to such needs among smaller food
and farm businesses can result in new processing equipment and products for sale nationally
and internationally in addition to solving problems for individual enterprises in Michigan,

< Farmers and Processors Renovate for Local Tastes

To meet demand for food from nearby farms, some smaller scale businesses and groups of
farmers are renovating facilities to provide the scale of food and farm processing needed.
To support their investments and help build markets, local and state economic
development authorities can assist with financing, marketing, and other needs.

Farmers near Bear Lake in Manistee County, for example, are preparing to retrofit an old
food processing facility for the new use of freezing fruits and vegetables for sales to local
schools and other buyers. Nearby Triple D Orchards, a small processing plant in Empire,
Leelanau County, has invested $500,000 in an 8,500 square foot cold-pack facility designed
to serve the growing niche of smaller scale companies.

With the right attention and incentives, the Bear Lake facility could anchor a regional food
hub that would attract related retail, distribution, and packaging businesses. Such hubs
could also collaborate with potential “spokes,” like Triple D Orchards, for additional
services. In addition, a statewide effort to help such entrepreneurs connect and
communicate could help build these businesses by helping other entrepreneurs find them.

Michigan can strengthen the emerging market for small and mid-scale JSfarm products and
related processing services by supporting peer-to-peer and region-to-region networking that
can build business-to-business success. Encouraging local and state economic development
authorities to identify and address this sector is key to such “economic gardening” success.

Models for Michigan from Other States
*» On Farm Biodiesel Processing

Organic Valley, based in Wisconsin, developed an On Farm Biodiesel program in 2008 to
enable farmers to process oilseed crops into fuel directly on their farms. The mobile system
is housed in a trailer and has equipment to extract, filter, and refine oil into biodiesel as
well as to separate out feed meal.? Farmers in Wisconsin who have piloted the system with
camelina (a small false flax) and sunflowers have seen yields of 80-110 gallons of oil per
acre and 1200-1500 pounds of feed meal per acre.?,10 Organic Valley studies show that
with this system farmers can generate up to 70% of their fuel needs and 50% of their feed
meal needs on 10% of their tillable land-base.!t The system allows farmers to save on feed

# Cahalan, S. (2009) “Organic Valley Farmers Experiment with Making Biodiesel, Feed Meal.” LaCrosse
Tribune. Edition: Sunday, October 11, Business News.
? Organic Valley Web site; About Us; Sustainability; On-Farm Sustainability.
ttp: rganicvalley.coop/about-u tainability /on-farm-sustainabili
10 CROPP Cooperative 2009 Annual Report.
http://www.organicvalley.coop/fileadmin /pdf/CROPP Annual Report 09.ndf
11 Organic Valley Web site; Why Organic; Research Library; Videos; Bio Fuels.
http: //www.organicvalley.coop fresources/videos/bio-tyels /
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on to regional food supply chain infrastructure
development investments through the Michigan state planning and
development regions or other regional designations.

-

Implement a food safety audit cost-share or reimbursement program
targeted at small and medium-sized farms and work to ensure that
audits are conducted in the context of the farm scale.

Provide financial incentives for farmers and for development of food
system infrastructure to support institutional local food purchasing

programs.

Develop a farm-to-institution grant progrom to provide planning,
implementation and kitchen or cafeterio equipment grants to maximize
the use of locally grown, raised and processed foods in institutional
cafeterias.

Direct state agencies to maximize capital access through state-
sponsored programs that provide farm financing.

Ensure that all state and higher education business, work force and
economic development programs include farming and agriculture in
their target audiences for programmatic development, training,
investment and technical assistance.

Contingent upon further market assessment, establish a state meat
and poultry inspection progrom in cooperation with the federa! Food
Safety and Inspection Services (FSIS) to spur new meat processing
infrastructure.

Include Michigan food and agriculture in state marketing efforts, such
as the Pure Michigan campaign, to build awareness of the state’s great
variety and quality of local food products and farm amenities.

Charge business support entities, such as the 18 Michigan Technical
Education Centers, with identifying and supporting the equipment and
process engineering needs of farmers and other agri-food enterprises,
and ensure that food and agriculture are included in state and local
economic development plans.

Examine all of Michigan's food- and agriculture-related laws and
regulations (food safety, production, processing, retailing, etc.) for
pravisions that create unnecessary transactions costs and regulatory
burdens on low risk businesses and ensure that regulations are applied
in @ woy thot acknowledges the diversity of production practices.

Develop systems for collecting and sharing production and market data
and other data relevant to regional food supply chain development.
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THE ECONOMIC IMPACT OF
THE MIGHIGAN FOOD PROCESSING INDUSTRIES

This report analyzes the economic impact of Michigan’s food processing industries, with
a discussion on barriers to further sector growth. Economic impacts are estimated with
industry data based on the 2007 Economic Census (the latest available data) with
standard economic impact modeling approaches. To demonstrate potential economic
outcomes of expanding food processing in Michigan, several hypothetical sector build-
outs are modeled for their direct and secondary economic impacts on production and
employment.  Additionally, several food processors provide accounts of ongoing
challenges for food processors and potential barriers to future growth of the food
processing sector in Michigan.

Economic Impact

The total economic impact of food processing in Michigan is estimated to be $25 billion
and 134,000 jobs. These impacts include direct, indirect and induced economic activity.
Table 1 shows the summary of the impacts.

. Table 1: Summary of Economic and Employment
Impact of Food Processing
' Within Sector Total
Economic Impact ($ billions) 14.657 24.971
Impact on Employment 40,828 133,980
Sources: U.S. Census Bureau, IMPLAN, MEDC

The economic impact data is based on the 2007 Economic Census and represents the
most recent data available. As such it is likely an underestimate of the current (2010)
economic impact of the food processing sector. Nonetheless, the sector has shown fairly
strong growth between 2002 and 2007 expanding by 19.8 percent in terms of direct
(within sector) impact. This represents a compound annual growth rate of 3.7%.

The Michigan Economic Development Corporation (MEDC) provided 2007 employment
counts for this sector using their in-house database of Michigan employment from
Economic Modeling Specialists Inc. The MEDC data suggests that employment in food
processing industries remained stable or slightly increased over the period.

Table 2 provides a detailed breakdown by processing industry. Implicit in Table 2 is the
anticipated economic multiplier of 1.70. This multiplier indicates that every dollar of
output in the processing sector creates an additional 70 cents through indirect and
induced effects.



While Michigan has a wide range of food processing industries it does not rank
particularly high relative to other states in terms of total shipments. Table 3 shows the
relative size by state of food processing. Michigan ranks 19", This is similar to its
ranking in terms of farm output. Given the size of the state and its farm sector it is no
surprise that California is far and away the largest food processing state in the country.
North Carolina’s rank shows the importance of animal processing and the fact that
tobacco remains a major agri-food processing activity.

Michigan is last in the Great Lakes Region which is comprised of Ohio, Michigan,
Indiana, Illinois, Wisconsin and Minnesota. Illinois, Wisconsin and Ohio rank in the top
ten states in the US. Given the size of their livestock sectors, these figures reinforce the
relative importance of livestock production in food processing activities. With the
exception of dairy processing, Michigan does not have a large livestock processing
sector, and this lowers its ranking. Conversely, Michigan’s. large fruit and vegetable
sectors boost its ranking.

Impact on Employment

Employment appears to be holding study. Employment in the sector is estimated to be
40,828 with an overall employment impact of 133,980 jobs. It should be noted that
employment includes all jobs both full-time and part-time and has not been adjusted to be
full-time equivalents (FTEs). Table 4 shows the level of employment by food processing
industry. It should be noted that the list of industries in table 4 is somewhat different than
those in table 2 because the data sources are different and the list of industries is slightly

different.

It should be noted that employment figures in Table 4 may differ from Census estimates
for some industries. The MEDC provided employment estimates by industry using
databases generated from Economic Modeling Specialists Inc. (emsi); emsi applies
employment figures by the Census Bureau and other government statistic reporting
agencies to establishment data provided by Dun and Bradstreet to generate industry
profiles for the state. Industry multipliers provided by IMPLAN were then used to
estimate each industry’s contribution to total state employment. Such total impacts
account for direct, indirect and induced employment resulting from each industry, where
indirect and induced effects include employment in other sectors. While the individual
sources of employment (e.g. direct, indirect, induced) for the industries listed above are
estimates, the overall employment within each industry is identical to the figure provided
by emsi.

Due to the use of different databases, the 2006 processing employment estimate in The
Economic Impact and Potential of Michigan's Agri-Food System published by the MSU
Product Center and the estimate in this paper are not directly comparable. However it
does appear that employment in the sector is holding its own and in some industries
appears to be increasing. Employment in frujt and vegetable processing appears to be
increasing, as well as in the wine, beer, and distilling industries. Animal product
processing appears to be holding steady and sugar processing appears to have declined.



Table 4: Food Processing Employment in Michigan

Employment
within

Industry Industry Total
Pet food manufacturing 47 223
Other animal food manufacturing 359 1,225
Flour milling and malt manufacturing 512 2,504
Starch and vegetable oil manufacturing 259 848
Breakfast cereal manufacturing 3,908 14,628
Sugar manufacturing 1,136 8,132
Chocolate and confectionary manufacturing 769 1,942
Nonchocolate confectionary manufacturing 129 288
Frozen food manufacturing 2,286 3,941
Fruit and vegetable canning/pickling/drying 4,374 15,976
Fluid milk and butter manufacturing 3,196 16,785
Cheese manufacturing 730 4,086
Ice cream and frozen dessert manufacturing 272 1,039
Animal (except poultry) processing 2,554 9,711
Poultry processing 1,762 3,305
Meat processed from carcasses 1,418 5,392
Seafood processing 156 506
Bread and Breakfast product manufacturing 6,969 12,872
Cookie, cracker and pasta manufacturing 1,300 3,542
Tortilla manufacturing 198 340
Snack food manufacturing 1,024 3,692
Coffee and tea manufacturing 680 2,781
Flavoring syrup and concentrate manufacturin 73 394
Seasoning and dressing manufacturing 853 2,389
All other food manfuacturing 904 2,173
Soft drink and ice manufacturing 4,012 12,286
Breweries 344 1,233
Wineries 568 1,623
Distilleries 36 124
Total 40,828 133,980

Sources: U.S. Census 2010, IMPLAN, MEDC



The economic and employment impact of the other activities are smaller, as scale
ecdnomies of processing facilities are not as large. However large impacts are possible if
multiple firms or facilities enter these industries. This is especially true for artisanal
cheese production and the fruit and vegetable processing. While the individual impact
may be small, if several of these operations were to come into existence the total impact
of output and employment may be quite large. It should be noted the artisanal cheese
plant is integrated into an existing farm and as a result there is no additional direct
employment. Additionally, Michigan’s unique microclimates and its proximity to large
population centers make the state well suited to expand the processing of fruits and
vegetables, especially minimally processed fruits and vegetables.

In conclusion, there are demand drivers and cost considerations that place Michigan in a
desirable position. Given an increase in fuel prices and further uncertainty about fuel
costs, producing near large population centers has become more cost competitive.
Michigan is located within a day’s drive of many large cities. The growing interest in
locally produced food also dovetails with the interest in reducing transportation costs, and
also works to Michigan’s advantage. This is particularly the case for minimally processed
fruits and vegetables. It should be noted that this advantage applies primarily to areas
located near major interstate highways; it is less of an advantage in Northern Michigan.

Barriers to Food Processing

A brief questionnaire was sent to food processors to determine the barrers to food
processing. Among the barriers mentioned was taxation. This included income and
property taxes as well as the Michigan Business Tax. While food processors rank state
taxes high on their list of issues, many non-food sectors also note similar challenges
generated by Michigan’s tax system.

One barrier that does seem to disproportionately impact the food processing sector is
Wastewater ftreatment and regulation. Over regulation by the Department of
Environmental Quality (DEQ) now part of Department of Natural Resources and
Environment (DNRE) has been identified. This includes the classification of food
processing byproducts. One processor believes that “non hazardous process residuals be
considered a “valuable byproduct” or “a residual of value” as opposed to being
designated as a low hazard solid waste.” An example of this is beet process lime which
can be used to lower the PH levels in highly acidic soils. Other food processing
byproducts can also be used as soil conditioners provided they are applied at agronomic
rates. Processors view existing regulatory treatment of such value generating byproducts
as an issue to further growth of Michigan’s food processing sectors.

Summary

Food processing is an important source of economic activity and employment in
Michigan. The overall economic impact of the sector is estimated to be $24.97 billion
and the overall impact on employment is estimated to be almost 134,000 jobs. Within the



Appendix: Methodology and Issues of Economic Impact Analysis

IMPLAN, a standard economic impact software package was used to generate indirect
and induced employment and sales estimates. IMPLAN utilizes user supplied estimates
of the direct sales and/or employment and provides associated indirect and induced
effects estimates. Direct effects are the changes in the industries to which a final demand
change was made; indirect effects are the changes in inter-industry purchases as the
respond to demand of the directly affected industry; and induced effects generally reflect
changes household spending resulting from activity generated by the directly impacted
industry (MIG, p.102).

IMPLAN estimates are based on the following assumptions:

e Constant returns to scale: production functions are considered linear; if
additional output is generated all inputs used to generate that output increase
proportionately.

* No supply constraints: an industry has unlimited access to raw materials and its
output is limited only by the demand for its products. This assumption can be an
issue when unemployment is low and prices are rising. However, given the
current state of Michigan’s economy additional output can be generated with
little, if any impact on input markets. This is especially true of labor and real
estate markets,

* Fixed commodity input structure: price changes in one input do not cause a firm
to buy substitute goods. Inputs are used in fixed proportion to one another. This
is related to the first assumption.

* Homogeneous sector output: the proportion of all commodities produced by an
industry remains the same regardless of total output in that industry. An industry
won’t increase the output of one product without proportionally increasing the
output of all its other products. This is also related to the first assumption.
(MIG, p.103).

Generally speaking, these assumptions are not excessively binding particularly when
analyzing the impacts of undertaking new economic activity on a small or medium scale.
Nonetheless they are estimates and the true economic impact and employment levels may
be different. Generated impact estimates are at best approximations of the expected true
economic impacts.

IMPLAN uses economic and employment figures for each industry from published
sources although some estimates are systematically inferred for certain industries due to
restrictions on publishing data that would identify particular firms within an industry.
Past ratios of employment to sales are often used for inferring total economic activity of
additional output or employment. This was done in some meat processing industries,
some dairy industries and the animal food industry.

A major benefit of using a software package such as IMPLAN is that provides data for all
sectors of the economy within a consistent accounting framework (Leones, Schluter and
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DEPARTMENT OF ENVIRONMENTAL QUALITY

WATER RESOURCES PROTECTION

Filed with Secretary of State on August 11, 1999.
These rules take effect 15 days after filing with the Secretary of State.

(By authority conferred on the department of environmental quality by sections 3103 and 3106
of Act No. 451 of the Public Acts of 1994, as amended, being §§324.3103 and 324.3106 of the
Michigan Compiled Laws)

R 323.2201 to R 323.2211 of the Michigan Administrative Code are amended and R 323.2212
to R 323.2238 are added to the Code as follows:

PART 22. GROUNDWATER QUALITY

R 323.2211 Permit by rule; notification.

Rule 2211. A person may discharge any of the following if the requirements of R 323.2204
and R 323.2212 are met:

(a) Sanitary sewage if the volume of the septic tank or tanks is 6,000 gallons or more or if the
flow is more than 6,000 gallons per day, but less than 10,000 gallons per day if the following
provisions are complied with, if applicable:

()  The sanitary sewage is not mixed with other wastes.

(i) The disposal system is designed and constructed in accordance with the
provisions of the publication entitled ‘Michigan Criteria for Subsurface Sewage
Disposal,” April 1994, and the system is approved by the county, district, or city
health department that has jurisdiction. Copies of the publication may be obtained
without charge at the time of adoption of these rules from the Michigan Department
of Environmental Quality, Drinking Water and Radiological Protection Division,

P.O Box 30630, Lansing, Michigan 48909.

(iii) For a disposal system constructed, reconstructed, or expanded after adoption of
these rules, the discharge is monitored by a flow measurement device. The
discharger shall record the average daily flow on a weekly basis and the total flow
annually in a log that shall be available for review upon request by the department
or the county, district, or city health department that has jurisdiction. A report of
the average daily flows and annual total flow shall be submitted to the department
by January 31 of each year for the preceding calendar year.

(b) Less than 500 gallons per day of wastewater from a laundromat which is open to the general
public and which does not contain a dry cleaning operation if all of the following
requirements are met:

(i) The wastewater is discharged from a system that has a minimum of 2 1,000-gallon septic
tanks in series followed by disposal to a tile field.

(i) The tanks are pumped when the sludge level reaches 25% of the tank volume.

(iii) An operational lint filter is maintained on the laundry wastewater discharge line to the
system.

(iv) The tile field has been designed and constructed in accordance with the provisions of
the publication entitled “Michigan Criteria for Subsurface Sewage Disposal,” April 1994,
and is approved by the local county, district, or city health department that has
jurisdiction or the department. Copies of the publication may be obtained without
charge at the time of adoption of these rules from the Michigan Department of
Environmental Quality, Water Division,




(@) Water that results from the hydrostatic testing or flushing of a new pipeline or pressure
testing of a new tank if both of the following provisions have been met:

() An additive has not been used.

(ii) The source of the washwater is any of the following:

(A) A municipal water supply.
(B) Another water supply that meets state or federal criteria for use as potable water.
(C) Another source of water meeting the standards of R 323.2222.
(D) Another source of water approved by the department as meeting the conditions of
R 323.2204.
(h) More than 50, but less than 1,000, gallons per day of wastewater from a commercial animal
care facility if all of the following provisions have been met:

(i) The source of the water is any of the following:

(A) A municipal water supply.

(B) Another water supply that meets state or federal criteria for use as potable water.

(C) A source of water meeting the standards of R 323.2222.

(D) Another source of water approved by the department as meeting the conditions of
R 323.2204.

(i) The department is notified of any additive in the notification required by R 323.2212 and
the discharge does not cause the groundwater to exceed the standard established by R
323.2222 for the additive.

(iii) The discharge does not occur within 200 feet of a surface water body.

(i) DISCHARGE OF LESS THAN 500 GALLONS PER DAY, AS A DAILY MAXIMUM, OF
WASHWATER WITH ADDITIVES FROM FOOD PROCESSING FACILITIES, IF ALL OF
THE FOLLOWING PROVISIONS HAVE BEEN MET:

() WASHWATER WITH ADDITIVES IS THE WASTEWATER WHICH RESULTS FROM
CLEANING OPERATIONS, TO WHICH DETERGENTS, DISINFECTANTS,
SURFACTANTS, OR OTHER CHEMICALS HAVE BEEN ADDED TO ENHANCE,
ACCELERATE OR IMPROVE THE CLEANING PROCESS.

() SOAPS, DETERGENTS, OR OTHER ADDITIVES MUST BE USED IN ACCORDANCE
WITH MANUFACTURER'S DIRECTIONS AND ONLY FOR THE INTENDED PURPOSE
DESCRIBED IN THE MANUFACTURER'S DIRECTIONS. THIS DOES NOT
AUTHORIZE THE DISCHARGE OF A PRODUCT THAT CONTAINS VOLATILE
ORGANIC COMPOUNDS, SUCH AS DEGREASERS.

() IF THE PROCESSING INCLUDES SLAUGHTER OF ANIMALS, THE WASTE FROM
SLAUGHTERING, I.E., BLOOD, PAUNCH, ETC., MUST BE SEPARATED AND
TRANSPORTED OFF SITE FOR PROPER TREATMENT AND DISPOSAL.

(IV)THE DISCHARGE OF WASTEWATER SHALL ONLY BE ON PROPERTY OWNED BY
THE DISCHARGER UNLESS THE DISCHARGER HAS WRITTEN AUTHORIZATION
FROM THE LANDOWNER FOR SUCH A DISCHARGE.

(V) IF THE DISCHARGE IS BY MEANS OF SPRAY IRRIGATION, THE DISCHARGE
SHALL BE TO A SITE HAVING A VIABLE VEGETATIVE GROWTH, SUCH AS A
PERENNIAL FORAGE CROP. IF VIABLE VEGETATIVE GROWTH CAPABLE OF
UTILIZING THE NUTRIENTS SUPPLIED BY THE WASHWATER IS NOT PRESENT
AT THE TIME THE WASTEWATER IS APPLIED, AN ADEQUATELY DENSE CROP
MUST BE ESTABLISHED IN THE SPRING AS SOON AFTER SNOWMELT AS
POSSIBLE.

(VI)IF THE DISCHARGE IS SUBSURFACE, THE DISPOSAL SYSTEM MUST BE
CONSTRUCTED IN ACCORDANCE WITH THE PROVISIONS OF THE PUBLICATION
ENTITLED “*MICHIGAN CRITERIA FOR SUBSURFACE SEWAGE DISPOSAL,” APRIL

1994,
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What is Infrastructure?

Food system infrostructure covers everything needed in the supply cha'n of activity between the consumer

and the producer, be thot a farm, fishery or community garden (see Toble 1). The supply chain mvolves such
bus nesses and resources as seed, feed and compost suppliers; equipment repair and fabricotion services;
food nrocessors; distributors; retail outlets; professional services such as logistics managers and waste han-
diess; surplus food rescue; and tinanciai, workforce, civic, and land and erergy resou-ces. An inadequate ‘ood
svsteni infrastruct_re is like an inadequate transpcriation system of vehicles, roads and bridges - it is difficcli to
gai ~here you wont to go in tcod and form narkets without relioble food supply chain focililies ard services

i - 5 < Sl T -
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Infrastructure covers everything needed for agri-food entrepreneurs to move food from
the farm to the plate or to move products, such as compost and timber, from the farm
and woodlot to the buyer of those materials. Agri-food supply chains involve:

Production
Inputs such us seed, reeq, and haresting services ond equipment

Processing
Activities such as washing and bogging lettuce, bottling, drying and freezing food

Aggregation and Distribution
Things such as marketing cooperatives, storage facilities, brokerage services, logistics
manogement and delivery trucks

Retailing
All those who sell or serve food to consumers, from restaurants, grocery stores and hospitals,
to schools, prisons, coterers and fast-food outlets

Marketing
The effort that goes into promoting products such as billboards, coupons, advertising
compaigns, packaging materials, branding und more

Capital

Four types of capitsi are i 1) Fis investments
and other financing, 2) pital resources;

3) the human capital of cation and training,
and 4) social capitai from ¢ es, yo c mmerce, etc.

“he gcod foca aroblerm we fazz is *hot most ef the infrastruciure needed for Incal ard regional markele, whici
aie growing, ~cs ~ashed out over the yeors like neclected roads and bridges. We have rvested instecd ir
Sutiding a superhighway io ‘arge national anc global markets for Michigan food and form preducts. Tnesa
wvestments carre primmar'ly since the 1940s, when public and industry policy began to ‘ocus on producing tood
that is, ¢s one industry insider describes it. “fast, convenient and cneap,” and governmen? and indusiry leaders
advised ‘orms o “get big or get cut.”
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Many Layers of Entrepreneurship

Good food entrepreneurship ranges from new supply chain development at the home and re’ghborhocd leve!
'o large-vo ume comparies, such as Wal-Mart, eaching out to locel produces to sctisfy new derana for freen

and local foods.

13 dlusnate *his renge of enheorerewship. ~e use the “Ters of the Food System” schematic, whicn outl nes ihe
Kive ers of the food system. Newt, we aiscuss specifc intrastructure chaollenges anc oppotun ties thas Micrigan

enirepreneurs are novigating and how policymakers can help.

FHeme and neighverhoad demand for healthy, greer, fair,
offordable food is at the heart of the good food move-
ment, as well as the food svstem infrastructure now emerg-
ing to serve it,

Home ona neighborhood examples include backyard gar-
dens ond chicken coops, community gardens and com-
munity kitchens, cooking and canning classes, and youth
farm stonds.

These food system developments ¢t the home and neigh-
borhood level are multiplying every day across the country.
They reflect o take-charge approoch to personal and com-
munity concerns about tood autrition, satety, and security

DIRECT TO CONSUMER

Tre suoply chair o the rext level of the iocd systerr,
direct-to-consumer, 1s veiy shor: - food is just one step
removed from persona’ production, with exchanges toking
pluce direztly between the farm and the consumer.

Direct-to-consumer examples include farmers’ markets,
mail order, farm stands, community-supported agriculture
(CSA) and direct-store-door sales, whereby o farmer or
tood manufaciurer delivers product directly to o store,
rather than utiiizing a disiribution company

Both farms and consumers hove turned to direc*-to-con-

L LIRS BT ] LI T
Direct to Consumer
Strategic Partnerships
Large Volume
Global Ananymous

sumer markets in recent years because the larger food system hus failed to de'iver many products *nat consum-
ers want and the profitobility that small end midsizea farms need D rect morketing among Micnigan farms
increased 29 percent from 2602 to 2009. The number of M chigan farmers’ markats rriglec 15 about 200
betwveen 2000 and 2008. Michigan row has 85 community-supported agriculture {CSA) operations.”
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A New Food Era

The chailenge that agri-food enrrepreneurs located in all counties ond working with ali crops face is the facr
that litde food systern ‘nfrasliucture exists etween the roadside-stand direct-marketing option and the arge-
scale global supply zhain opton. Not only are facilities such as small-batch processing neecled tc build
shorter, regional suppiv chains, out also services fram enterprises that aggregate farm jsroducts. Aggregation
allows prociucers ta combne their products to deliver the quantity and consistency that grozers, restuuronts
anc. other buyers need. It aiso cal's tor midscale washing, grading, storage, packing ana similar facilities that,
fo- the mast vad, na tonger exist.

Vet new market opportunities are calling for just such smaller botch, yuaiity food ard farm products from
Micnigan, hoth fresh and processed, including meats and dairy products. Entrepreneurship is growing at the
tood system levels of home/neighoortood, direct marketing, strategic partnerships and large-volume. It's
growing because demand is growing for food that comes with greater health, environmental, economic ond
sociol benefits.

It starts at the home ond neighborhood level, with such projects as Benton Horbor GROWS, an effort to build
a citywide networx of gardens using the knowledge and skills of residents olready raising some of their own
food.* it continues thiough the direct-marketing level, where restavrants and grocery stores ore increasingly
purchusing ot the Bentor: Haroor Fruit Marke'. for example, to offer fresh and local options they connot find
elsewhere. Food cvstem itnovation and entrepreneurship are also emerging in suppry chains that are ionger
than direct market'ng, o the srotegic parnersnip and lorge-voiume levels, with new istrioutors and proces-
sors geing into M2 local and regional tood business

Snorter regional supcly chains are emerging ana possible because times have changed, us explained in ¢
2000 repori from the Land Policy Institute ot Michigan State University on farmland preservation priorities for
the state: “Agriculiure is no longer the simple commodity indusiry it wos long ago, when the only avenue for
farmer success was increasirg productivity and yield. The farmer does not have 1o be a price taker and can
take advaniage of unique markel opportunities.”” Similarly, the international food indushy think tank, the Hale
Group, explains: “The food marketplace hos shitted from a supply-driven to o demand-driven énvironment.” '

In this new environment, consumer and community demand for healthy, green, fair and affordable food is
stirr uioting entrepreneurship ocross Michigon's agri-food sector. More and more farms and 1eloted food 5usi-
nesses are now working their way 10 new customers at nearby schools, grocery slores and hospitals as tood
demand and neecls shift.

® New local and regional distributors, such as Locavore Food Distributors in southeastern Michigan, are
sturting bus nesses and opening new market channels for Michigan farms, such s Locov=re’s ecent
saies 1o Chicago Publiz Schacls.

® Ubar gordeners are selling o farme s ncrvets ang seaslyin g restaurants in Debci Lrder @ rom non
“Grown e Lewrdit” abel. -
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ihe revor sictes thar, * ichigar 3 agn-ooc sector simply maiched the rate of veniure estanlisknent 1 othe
economic secters, e state could generate more thon 23,000 riew jobs per year, including borh airect and
.l vect emp oyment eifects  Tre report notes thas nearly half of the jobs could come through relativery smal
capiial irvesimenrts n small businesses.

Nhen di-ect und indirect ef'ects are included, the smali ventures would generate one job for every $5,714

of capital nvestinent; wnereas the large scale ogri-food businesses unalyzed would generate one job for every
559,537 of capilal investmerd " Furtnermore, it's important io note that small businesses do not necessority
remair smal' over therr lifespan, many maysiart small but grow to become a significant employer in lheir
commynity

Neither this report’s authors nor the members of the infrastructure work group suggest that small businesses
snculd be Micnigan’s only concern or goal. Yet the return on investment is remarkably high for the small-scale
ventures, which represent 90 percent of the total number of venture establishments that the report prejects is
possible with increased state commitment and support.

A consumer orientation is key, according to the report: “Fundamental to future success in the ogri-food system
will be the ability of businesses to innovate and 1o fully grasp contemporary consumption patterns, their driving
forces und growth opportunities. In this regard, small-scale agri-food entrepreneuria! ventures tha- car adopt
their ideas, lechnclogies and esources to the ever-changing consumer waonts, needs and perceptions will oicry
a signiticart role in promotiag Michigan's eronamy. The experience or the MSU Froduet Ceiter skows the! po-
terticl ventures in *nis area are very diverss ara consist of businesses invelived in o wide range of aicne producls
andt services incluaing agri-tour,sm.” ¢

One recent s‘udy of Midwest sales potential
for farms in six sictes points tc promising
econom.c geveiopment results in fresh
produce marketing.- The study exomined
two scenarios: the effect of Michigan fryit
and vegetable formers supplying the state’s
in-season demand for 28 commonr produce
items Inat grow here, and the eHect of farms
near metropolitan areas with population of
250,000 or more supplying the cities’
in-season produce consumption.

Under the first scenario, Michigan could
generate 4,448 form and farm-related retail _
‘'obs This job total is six times greater thon the ' Bty o '
number of jobs thot the same amount of land :
- 75,000 acres - generates from highiy suls-
sidized corn and soypbean production. Under
*he second scenario, Michigan could generote 3,262 farm and farm-related retfai! jobs trom just 57,30C acres,
compered with 528 iobs in corn and soybean proguciar o the same amount of land.
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Infrastructure by the Numbers

“Michigan Ceounty and Region Food end Agrcuiiural Systems Profiles,” produced in 2009 and avoilable from,
t~e Michigan Department of Agr cu'ture, p-ovioes the most comprehensive list of current processing, ware-
hous'ry and other 1ood system infrast ucture, along with production data highlights.”* But information on the
change over time in Michigan’s food sysiem infrastructure, such as the number and type of food processing
fociiities, is limited.

The time spun and many variables involved make it difficult to collect und categorize data across the spec-
irum of food system infrostructure. Facilities and services range from feed stares, large animal veterinarians
and seed cleaners to loan officeis who handie tarming financial needs and grocers who seive stressed urbar:

and rural areos.

It's clear from the record of experiences among farms and other agri-food firms that, as producers leave the
industry (Michigan iost half of its farms betweer 1960 and 2002%,%), so do the facilities and services that
make up the food system infrastructure With this infrastructure go the linkages needed to keep food supply

chains functioning.

In 0 2009 survey of 14 Michigan financial institutions, loan funds and puklic entities, for example, the C.S.
Mott Group for Sustainable Food Systems ot Michigan State University found that agricultural lending was

a dying function at banks. At least two of the four bank loan officers that continue to offer agriculture loan
products voiced concern in the survey about the level of attention that agriculture might receive from their
banks once they retired *" Yet the number of farms in Michigon increased 5 percent from 2002 to 2007 -
that's on increase of 2,700 farms.** Among this number are many small farms entering relatively unconven-
tional local ard regional markets for food with gooa food afttributes. Not only do these new farmers find few
pankers who wark n agriculture, but the report also found that they find practicailv none who are familiar
with these emerging market opportunities anc changing ogii-food business models.

Much of the shitt in food system intrastruclure occurred in the 1970s, a watershed period between a more lo-
cai and regional food system in the United States and the current national and global-scale system. Overall,
as in other industries, the agri-food sector hos experienced significant consolidation since that fime, with a few
companies controlling many links in their supply chains through vertical and horizontal integration.

This concentration has harrowed marke* access for producers ond severely limited the viability of independent
processors and other food system infrastructure businesses. In the seed corn sector, for example, two compa-
nies, DuPont/Pioneer and Monsanto, control 58 percent of the market,?*

Michigan's situation with meat and poultry processing is illustrative. In @ 2007 assessment of the feasibility
of a new processing plant in northern Michigan, the MSU Strategic Marketing Institute identified o Catch-22
situation.”™ The authors expiain: “There are not sufficient numbers of animals to support a processing plant
and producers may not be willing to expand livestock production unless there is access to a processor.”

* Mergun Departmerid of Auncontre. 12009 Michinan Caunty and Recpon Focd and Agrizutrai Sy tems Profiles. Remeved Aact 15 2010 vz wap:
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Strategies for Developing Food System Infrastructure

Bridging wide gaps in food system infrastructure for good food entrepreneurs, both social and

private, ond working from small-scale to large-scale, will require focused attention on building
a maore conducive business environment, as well as the businesses and services themselves, We
group this needed support and affention in four main strategies:

i, Comaunicution and netvorang:
Facilitate interaction of buyers, sellers and others in new, shorter supply chains, which
require more communication and collaboration than conventional, long-distance sup-
ply chains, where food producers and food.buyers rarely meet. Entrepreneurs need o
coliaborative and suppartive business environment to innovate and flourish, including o com-
munity of peers and clusters of related businesses to work with. This is how Delroil’s Eastern

Maiket, for example originated and how * zontinues o operote as ¢ hub of value-addea activ-

ity. Not only do shoppers anc formers get 16 «now ore another but small-scale retail and food
processing businesses located neorby also work with the farmers ana one another to deveiop
products and pursue niarket opportunities.

7 Ezuipmert and faclities:

Target business incentives ond investment at the new sizes and types of equipment,
facilities and services that regional supply chains require to fit their midscale volumes
and more identity-preserved products. For a farm to put its name on ts value-added prod-
uct after processing, for example, it must segregate its product through the entire process. Most
of Michigan’s lorge-scale processors are not able to accommodate this; their business model

is based on mixing products from many farms together. At the same time, most farms cannot
afford to set up needed storage, processing and other equipment and facilites on their awn.

In additicn. the new scole and type of equipment they need is often not yet ovailable in the
marketplace.

3. Informotion and technical assistance:
Provide relevant reseorch and other assistance that entrepreneurs need to best navi-
gate emerging good food markets that is not yet available from local and state agen-
cies tasked with business development. Southwestern Michigan’s bedding plant industry, for
example, hos 32 million square feet of greenhouse space sitting mostly idle in the winter. Many
growers are interested in adding a winter produce crop for regional markets, but they lack suf-
ficient market data, production research ard branding expertise.

4 Reagvicton:

Reform regulatory approaches to match the level of oversight with the level of relative
risk. Small furmers with producis ranging from strawberries to squash now face fcod safety
audits that commenly cost $1,000 for each ciop. Without reform, costly and confusing food
safety rules can prevent farms from serving local and regional good food markets.

13



ceas *o coest ena oevond The J5D2 Agr-uitura Census recoras hove dacmentec the changes .n
Tve-yeor cycles for ali states.

The infrasiructure viork greup categorized Michigan midsized farms as those ne'ween 50 and 999 acres
Census figures irom the 2007 USDA Agricultural Census Historical Hignlights show o consistent pattern
of declining rumbers of Michigan farms in this acreage range over o 35-yeor period. 7 Michigen nad
44,965 tarms in the 50- to 999-acre category 'n 1978. The stcte had 29,100 in 2007, a 35 pzrcent
declire.

EOTONDFRLLT T COpAERGA BORERTY I ML G

New agri-food distribution, processing, equipment manufacturing, storage and other food sysiam
infrastracture will show up in the sale ard development of commercial properiies.

Several possinle sources of information exist. In each case, specific information aboul agri-food property
use will require sources to begin monitoring purchases and redevelopment efforts for agri-food
components.

One source of information is the Michigan Brownfield Redevelopment Program, which involves
designotion and redevelopment of contaminated, ocbandoned ond blighted properties by a locol
brownfield redevelopment authority.

Currently, sources ot the Michigan Economic Development Corporation {MEDC) and the Mickigun
Departmert of Noiural Resources and Environment inclicate that reither agency mainiains a sta‘ewide
dotobase of brownfield properties. "o dute, the resgonsibitity for and task of maintaining lists of quelified
and, or funded properties has been left to locul and county governments, brownfield 12development
authorities or othe. economic development agencies in Michigan's 83 counties.

A represemative of the MEDC recently confirmed, however, that o new and updated Brownfield
Redeveiopment Authority (BRA) contact list is under deveiopment. The expunded and improved visibility
could result in an increase in the redevelopment of the properties. The new list is an opportunity tor
stote \eaders fo enzourage BRAs to monitor and report agri-food uses of properties.

A second source is the Commercial Property Information Exchange (CPIX) with Michigon’s Commercial
Bcard ot Realtors. The statewide listings are now included in Cataiyst, a national listing service and
software provider According to the MEDC, the mojority of the properties receiving special treatment or
aftention tend to be auto manufacturing-related.

NDICATORS CF STASON. EXTENSIOHN DEVELCPMENT

® Progress ir supplying more high-quolity Michigan food fo Michigan and nearby markets will include
installation of more season-extension technology so producers can build revenue with year-round or
nearly year-round sales

One indicator ot seoson-extension efforts is the number of passive solar greenhouses, or hoophouses,
in use A current boseline estimate of operating hoophouses in Michigan from Adam Montii, outreach
speciolist at MSU who works with hoophouse farmers across the stale is 40 to 45.

Another pctentic’ fulu e source is the J3Da Canrsus o Agricelture, which collects information aboui
greenncues operciions. Cu renl date .o ecied, however, mix ail greennouse uses. both fioriculture
and vegetaute preduction, ‘~fo cre r.umber. inlerest in or requests for more ae'a' ubout greenhouse
uses coutd resuit in the USDA collecting additional detailed informalion in the future. The agency has
resporded 10 past requests by providing new information, such as in the areas of direct marketirg and
organic production,
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ideally, the proposed food business districts wou!d involve local and regional authorities working with
state-level programmatic support. The resulting designation and plan for orgonizing a food business
aistrict can help communities draw local and federal funding for such projects.

The Michigan Main Street Pragrom for downtown areas pursuing redevelopment is one model of a
combined state and local effort.” Administered by the Michigon State Housing Development Authority,
the program offers state-level criterio and recognition along with technical assistance and convening of
local and regional stakeholders to develop plans and pursue resources.

Another model comes from Michigon’s experience with its Agricultural Processing Renaissance Zones.
Businesses compzie for designations out of o limited number availab'e, which come with property iax
incentives for a perioa of time. To better '+ good food business ond infrastruciure development, Micnigan
coula odap! tn's model 1o incluce incent ves that work for smail and midscale businesses and apply it to
groups of busiresses ard locations beyond industrial zones, such as mixed-use retail areas.

Implementation: Local and regional entities can initiate such food business district designations and
programs. State-level leadership, however, would provide important recognition of local and regional
tood hubs as a valuable economic development strategy. This vision and leadership must olso come from
the places where most lacal and regional leaders go for economic development guidance: the Michigon
Department of Labor, Energy and Economic Growth and/or the Michigan Economic Development
Corporation.

With o vision, a champion and a clear step-by-step program, state leaders could spur and suppart local
and regional \nvestment of time and resources to create food business districts and generaie jobs and
iocal and federot invesiment as a result.

Resistance wili come from those in economic development who do not see food and ogriculture invest-
ments leading to the job growth that Michigan needs. Overcoming that resistance requires recognition
and communication of the aforementioned agri food economic impacts and linking of agri-food
entrepreneurship to other economic development strategies, such os the well-accepted “regional
ploce-making” approach to retoining and attracting tolent in the knowledge economy era.*!

The link fo regiona! place-making makes sense, given the power of agri-food entrepreneurship generally
and regional food hubs specifically to build amenities in town centers and adjacent rural areas. Urban
markets, for example, are destinations that make town centers atiraclive. As a support to the local

furm economy, food business districts and hubs can also help towns goin a competitive edge through
agri-touism and other recreational opportunities on the urban edge ond in their region Quality, place-
identified food products in schools, restourarts and home refrigerators further add to pride of place that
reeps and brings household and business investments. Food business districts support these amenities as
well as the aevelopment of new products, sales and services that build local commerce and jobs.

. Charge business support entities, tuch os the 18 Michigan Techrica! Educabor. Cemers
M-TECH anc Michigon Sta'e Univer: ¢ E.tensior, it idostifang ana suppoting the ecuip-
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The state’s mony business and *echnico! assistance entrties have capucities in engineering, logistics and
other fields that are needed in the food system arena. Existing equipment and processes are designed
almost exc'usively ‘or the large-scale and global anonymo.s tiers of the food systern. Shorier supply
chains require different 1ypes and scales of equipment ard processes. Technical assistance previders
can suppot fooad systerr entrepreneurs in their v.ork to develop equipment and process solutions.

Forms of support could include refrofitting equipment for new uses, designing o mobile meat processing
unit for area livestock producers or analyzing the fow of a packing line so ¢ business car introduce a
new product to the line cost effectively.
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G ercoming opposition that comes fram fiscal considerations will require recognition that *he task force
a1 build o7 analyses that some in the departniens rave a'reacy undertaken, and o cosl-penelit cipreach
Comesnicating he eturn o stote government aad the returs in €CoNcImi aeveloprren: for faking -is
pasiness-puiding s'en Sizie commitment ¢ ecal nd regioral food svslem aeveiopment is required
norg vath imotivaticona’ leadership fron top cizials in the state’s legislctura und adminisronon.

Overczming osposthion vused on the federal nature of many food- and form-related rules and regulations
wili require recognizing the s'ate’s role as administratar of many federal laws, such as the Clean Warer
A, and the extent 1o whick the state already writes rules (- compiionce witk these lows; and rezogniz ny
the need for state ‘nvolvement in develcoing and;or administering federal rules so that they fit ine state’s
toed ana fuim busiress recity.

Penging changes in federal food safety rules for produce are an example of opportunities for local and
state leaders 10 both influence final rules and develop o shared oosition or them that keaps relative risk

in the forefrent As of late 2010, Congress was working to fina'ize the Food Safety Modernization Act
5-510) The pending legislation addresses major problems with food safety in the produce industry out,
without the inclusion of amendments to address differences in scales of production, could ne onerous for
sma!l and medium size farms.** Proactive state involvement in final rule development ard administration is
reeded on behalf of smoll ond midsized farms in short supply cnains, which pose relatively low risk.

4 incluoe Michigen food ard ogriculivre in state marketing, such as the Pure Michigon
“ampaign. to buiid owareness of the state’s great verisly and quelity of jocz! foed prod cts
and farr, aemenitics
Infegrate feod ond agriculture morketing into existing programs vith the objective of developing onger
lerm regioral brand'ng and progro'mmariv. supior alony the lines of the suzcesstul Selecs Nichigan effort,
which is now pracrically defunct because < state budget outs.”

Much of the 12w food systeri iestiuciure needed to achicve the Michigor. Good Food Charter vision will
deve'op cut of potentic! sales of Michigun products to Midwest neighbors, incisding Caroda Consimers
in those areas do rot know that Michigan peaches, plums, asparagus and other produce rivol any they
currently purchase from other places. Even Michigon consumers are argely in the dark on this fact. Good
food entrepreneurs ore changing these perceptions. but stote and locao marketing support is needed to
helo then tell the Michigan story in food markets.

Implementation: Implementation of this agenda priority starts with the natural agri-lourisni draw

that 1s already o small part of the state Pure Michigan campaign and local efforts by such entities as
convention and visitor bureaus. Growing this ‘ood und agriculture component in tourism marketing will
require recognition of the extent to which tosty, local food is an atiraction for visitors in addition 1o the
typical ogri-tounsm experience of farm stands and hayrides.

Mational coverage of Mickigan’s urban gardening movement, as wel! as coverage of the state’s
restaurants, chets™ and local foods, will helo build involverent oy state and local marketng leaders

as they recognize Michigan’s national good focd leadership. Michigon's new Culinary Tourism Alliance
is another positive development around which state tourism morketing and food system promotion may
come tegether **

Opoosition zould come because of limited funding for state promotional campaigns. But the reloticnship
between Michigar. marketing and Micnigan food and agriculture 's growing and, with ercourngement
from local ara state leaders, couid expand into creative and collaborative approaches that sar oer ofit
Michizon feow sales as well as the hosailetity ndusiry
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This agenda priority of o sirategic regional food syslem intrastructure investment program woud:

® ‘Work thraugh Michigan State Planning and Development Regions or other ‘egional designations. These
regional entities would administer the progrom, oversee developmenl of a strategy for regional fooa
system intrastructure development and authorize proposed regiono! development authorities.

e Qualified regional development authorites wauld have demonstrated understanding of and capacity
in regioral food system development. They would make funds available to public ond! private inifiatives
in tne region on the basis of o regional strategy informed by food, farm, and other business and
community development interests. Competitive applications would require business investment ond
collaboration that fit the regiona! sirategy.

® Regional authorilies would also grant other incentives that came availubie for food system
intrastructuie, such os tex credits for eauipment purcnases.

Mich'gon’s brownfield redevelopment autnori.es provide ¢ model, with qualified entites and groups of
stakeholders working together on a plan for cleanup and re-use of contaminated and blighted properies.
They make funds availoble to competitive projects that carry out those plans.

Michigan State Planning and Development Regians could designate and house the proposed regional
food system development authorities, which would apply for and receive authorization on the basis of
qualification criteria. These authorities would then work to further private and public projects that fit the
region’s food system development plan and leverage other dollars os well.

Implementation: Implementation has two parts: moving "Wl

money to the regional food system infrastructure development

initiative and building the program itself, including establish- =g
ing the process and criterio for development authorities. >

Transter of 310 million from state revenues will require
top-level state commitment to tood system infrastructure
development as on economy- and job-building strategy. Like
the implementation strategy for the first agendo priority, this
requires demonstrating how food system infrastructure invest-
ments will pay off for related economic development efforts
such as regional ploce-making.

State leadership an this idea is also needed o spur the
regional food system planning that will form the base of 1he
strotegies that regional development outhorities will pursue
Groundwork is strong in mony areas of Michigan. State recognition, investment and step-by-step program
development car bring mary budding efforts and projects to fruition. Implementation of 2012 agenda
priorities (food business districts, technical assistance to shomer food supply chains) will also generote
regional “ocus on planning for food system infrastructure needs.

Taeran svee s Yo tolleching ond sharie g market ond other dota rele soni to regionai feod

Jupoly 2™Iin Jevelopn.ent

The purpose af this priority 1s to assist agri-food entrepreneurs and technical assistance providers with
informaton about the size, potentiai and status of markets for foad that has local, regional and other
good food attributes.

The Michigan Deparimert of Agriculture can use its long-standing colloboration with the USDA Notional
Agricultural Statistics Service {INASS) fo initiote a series of surveys that pravide benchmark and ongoing
information such as the number of farms engaged in local and regionol food markets and the market
value of sales and production volume involved Increasing interest at the USDA in collecting this informa-
tion will be helpful, such os the agency’s addition in recent years of statistics in the Census of Agriculture
on direct marketing and organic farming.
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State inspectors cun provide one-on-one service to small and midscale mect processing busiress-
es that do not have the abil ty to hire the 1echn ~ul and 'egal expertise reeded 1o navigale nighly
complicated regulations. A siate inspecta s ce-vize offers o business development benefi oy
providing more rescorzive service than the USDA cor provide.

Because redera. y inspecied meat and pou'iry processing piants are few ond la- berween, many
of M'chigan's smaier scale liveslock producers use “custom-exempt” slaughter plants, which
means they must pre-sell (sell prior to sloughter rather than after) meot by halves and quorters.
The growth of 'ccal und sustainab'e meat and pouliry businesses in Michigan is [imited without
mare federal inspection or eguwvalent siate inspection ar slaughter, whether in a fixed focility or
in @ mobile processing unit.

Mobile units are emerging across the count-y as o cost-saving option for meat processing
entrepreneurs ond livestock producers, who often work together to bring about such infrastruc-
ture needed fo build shorrer meat supply cnains. In any case, federol inspaction is now needed

i Michigan for producers to sell the meat retail, unless and until the state reinsto’es o state meat
1aspection program.

Implementation: FSIS provides guidelines for states in their establishment of MPI programs that
are “at least equal to” federal inspection and reviews such programs regularly to assure they meet
this stundard.* Michigan can, therefore, establish an MPI progrom by using these guidelines to
deveiop a progrom that meets federal requirements. The Michigon Deportment of Agriculiure is
the primary candidate for operoting the program.

Opposition to this proposal will certainly arise because the program will require state funding

1a operate. The oppositicn, likely from budyet-minded lawmakers, will auestion whether the
irvestmenl wil geneia'e enough refenn in meot processing business growth w0 weriant the wutiay.
Cppositon vill alse questicn the need fo state nspection
if redera. wuspection s *2che cally availanie

Overcoming this opposition will require developing an MPI
progrom that builds on existing MDA expertise and field
operations for o mederate-cost progrom. it is imporiant
also to note tnat the cooperative arrangement with FSIS
includes *he federal agercy covering up to half of the
program cost.*" In & 2002 interview, Dr. Lee Jan, then
president of the National Associotion of State Meat and
Food Inspection Directors, explained that the average

cost to states after the federal cost share was $7.8

million per year.”

Finally, overcoming opposition wil: also require substcn-
tiating the demand and need for such meat inspection
serv.ces, including the tailure of federal irspection services
t> adequately meel the demand from potential new meat
processing businesses. The seventh agenda priority,
collectior of more local and regional market data, could
by 2020 help substantiate that cemand, as well as the
busiress and market development value of Michigan
investng in state meat ;nspection
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